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STATEMENT OF ISSUES PRESENTED ON APPEAL
Is the 70 acres of vacant and unused land owned by respondent and not used solely for transportation purposes or directly
connected therewith, exempt from ad valorem property taxation?

NATURE OF THE CASE
This appeal concerns ad valorem taxation of unused property
owned by the Utah Transit Authority and involves tax years 1981,
1982, 1983 and 1984.

DISPOSITION IN PRIOR PROCEEDINGS
On April 2, 1986, the Utah State Tax Commission, respondent
herein, entered its decision finding that:
1.

The 70 acres is exempt from taxation by virtue of the

constitution of the State of Utah (Findings of Fact, Conclusions
of Law and Final Decision, Appendix I, p. 3, <[2);
2.

The UTA is a special district, and as such, is speci-

fically granted a tax exemption (Findings of Fact, Conclusions of
Law and Final Decision, Appendix I, p. 3, $3); and
3.

Where there is a specific grant of an exemption of the

Utah State Constitution, it is not necessary to consider "the issue of charitable exemptions where the Constitution is statutory
on the use of the property" (Findings of Fact, Conclusions of Law
and Final Decision, Appendix I, p. 3, 54).
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RELIEF SOUGHT ON APPEAL
Appellant has waived its right to review and trial de novo
in the Tax Division of the District Court provided by §59-24-2,
Utah Code Annotated (1953, as amended), and seeks direct review by
this court of the final decision of the Utah State Tax Commission
dated

April

2, 1986.

Appellant

seeks

to

have

that

decision

reversed, modified or set aside.

SUMMARY OF ARGUMENT
Appellant concedes that properties owned by respondent and
used for transportation purposes, or directly connected therewith,
are exempt from ad valorem taxation.
however, that approximately

It is appellant's position,

70 acres of land owned by the Utah

Transit Authority and not currently being used for transportation
or related purposes are not exempt and should be subject to ad
valorem taxation.

STATEMENT OF FACTS
The Utah Transit Authority ("UTA") is a ublic transit district, incorporated

in the State of Utah under the Utah Public

Transit District Act, Section 11-20-1, et seq. (1953, as amended).
The UTA is the owner of approximately 110 acres of land located within Salt Lake County, State of Utah.

Of the 110 acres,

40 acres contain improvements associated with the transportation
business conducted by the UTA.

The remaining 70 acres of property

are unused and vacant.
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Salt Lake County assessed the UTA an ad valorem tax on the
7 0 acres of vacant and unused property for the tax years 19 81,
1982, 1983 and 1984.

The assessment was upheld at the first level

of appeal before the Salt Lake County Board of Equalization.
In subsequent proceedings, the Utah State Tax Commission
ruled that the exemption status of the UTA was constitutional and,
therefore, use of the property need not be considered.
ARGUMENT
POINT I.
THE CONSTITUTIONAL EXEMPTION RELIED UPON BY
RESPONDENT IS NOT ABSOLUTE AND CONTEMPLATES
CIRCUMSTANCES UNDER WHICH PROPERTY OWNED BY A
SPECIAL DISTRICT MAY BE SUBJECT TO TAXATION
The decision of the Utah State Tax Commission rests solely
on the provisions of Article XIII, Section 2 of the Utah State
Constitution.

That section,provides, in pertinent part, as fol-

1 ows:
(b) The property of counties, cities, towns, special
districts, and all other political subdivisions of the
state, except that to the extent and in the manner
provided by the Legislature the property of a county,
city, town, special district or other political subdivision of the state located outside of its geographic boundaries as defined by law may be subject to
the ad valorem property tax . . .
The language of this section makes it clear that the legislature has the power to provide for ad valorem taxation of property owned by the entities exempted from taxation located outside of
its geographic boundaries.

By implication, it would seem logical
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that the legislature is also empowered to limit in other respects
the exemption granted

to these entities.

Appellant urges this

court to find that this is precisely what the legislature did in
enacting U.C.A. §11-20-55.
The UTA has adopted the position that it was the intention
of the legislature that all of its property be exempt from taxation, irrespective of the use to which it is put.

However, the

language of statute obviates that position.
Section 11-20-55 states as follows:
Title to all property acquired under the provisions of
this act shall immediately and by operation of law
vest in the transit district, in its corporate name,
and is hereby dedicated and set apart for the purposes
set forth in this act and shall be exempt from all
taxation, including sales and use taxes, provided that
such tax exemption shall not apply to property not
used solely for transportation purposes or directly
connected therewith. [Emphasis added]
The basis principles applicable to taxation and exemptions
from taxation have been set forth by this court in numerous cases.
As noted in Parker v. Quinn, 23 Utah 332, 64 P. 961:
The general rule is that all property of what kind
soever and by whomsoever owned is subject to taxation;
and when any kind of property is exempt it constitutes
an exception to this rule.
64 P. at 964
The court went on to state:
. . .an exemption will not be aided by judicial interpretation. It must be shown to exist by express terms
of the enactment which it is claimed grants it. The
presumption is that all exemptions intended to be
granted were granted in express terms. In such cases
the rule of strict construction applies, and, in order
to relieve any species of property from its due and
just proportion of the burdens of government, the lan-
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guage relied on in creating the exemption should be
clear as not to admit of reasonable controversy about
meaning; for all doubts must be resolved against the
exemption. The power to tax rests upon necessity, and
is essential to the existence of the state.
[Emphasis added] 64 P. at 965
Applying this standard, it is the burden of UTA to show
that the exemption is granted in express terms, with the statutory
language relied upon being so clear as not to admit reasonable
controversy as to its meaning.

All doubts regarding whether the

property should be exempted must be resolved against the exemption.
The language of section 11-20-55 is clear in restricting
the exemption to property "used solely for transportation purposes
or directly connected therewith."

If the language creating the

exemption is to be strictly construed and narrowly applied, the
literal meaning of

this statute is indisputable.

UTA owns 70

acres of property which is vacant and is not being used for transportation purposes.

This property is not exempt by the statute

and, therefore, is subject to taxation.

I

It is not for the Tax Commission to expand the application
of an exemption by interpretation, nor can respondent simply ignore or disregard a statute.

It is the burden of the party claim-

ing the exemption to show that the exemption exists in express
terms.

The legislature was quite specific in granting the exemp-

tion only to property used "solely" for transportation purposes or
" directly connected therewith".

The interpretation urged by the

UTA is not expressly contained in the statute and in fact is con-
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trary to the statutory language and, therefore, should be denied.

POINT II.
THE UTA DOES NOT QUALIFY FOR TAX EXEMPTION
AS A CHARITABLE ORGANIZATION
The decision of the State Tax Commission does not address
the issue of whether the 70 acres in question is used for transportation purposes within the meaning of §11-20-55, Utah Code Annotated (1953, as amended).

The decision rests solely on Article

XIII, Section 2 of the Utah State Constitution.
Article XIII, Section 2 provides that property of "special
districts" and "property owned by a nonprofit entity which is used
exclusively

for

religious, charitable

shall be exempt from taxation.

or

educational

purposes"

The status of the UTA as a "spe-

cial district" is discussed earlier in this brief, but exception
is here taken to the claim that the business activities of the UTA
are for charitable purposes.
This court has previously discussed the rationale for the
tax exemption granted to property used exclusively for charitable
purposes.

In Salt Lake Lodge No. 85, B.P.O.E. v. Groesbeck, 40

Utah 1, 120 P. 192 (1911), the court noted:
The general rule is that when private property is
claimed to be exempt from taxation the law under which
the exemption is claimed will be strictly construed.
[Citations omitted]
There is, however, an exception
to this general rule, and statutes exempting property
used for educational and charitable purposes or for
public worship, under the great weight of authority,
should receive a broad and more liberal construction
than those exempting property used with a view to gain
or profit only. The reason for the rule is that the
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state, by exempting property used exclusively for one
. or more of the purposes mentioned from taxation is
presumed to receive benefits from the property equiva• lent at least to the public revenue that would otherw i s e be derived from i t . And manifestly the purpose
of the statute in exempting property used exclusively
for charitable purposes is to encourage the promotion
of institutions and organizations having for their
object the care and maintenance of the indigent and
' destitute citizen, the helpless orphan and the poor
who are sick and afflicted, and whose charity and
ministrations in these respects correspondingly r e lieves the state of such b u r d e n s .
[ Emp h a s i s ad d ed ] 1 2 0 I ' • I 1 9 1
If the UTA is deemed to be a charitable organization
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This

court

Where the senior citizen is paying for all of the services he receives and the rental of the apartments is
not determined by need, but is determined by what is
required to retire the principal and intrest of the
mortgage, together with all upkeep and operations expenses, no charitable purpose is involved. The state
does not have the obligation to provide living accomodations to persons well able and willing to pay for
their needs.
487 P.2d at 1280
Patrons of the UTA's public transportation
fare for the service.

system pay a

That fare is not determined by need.

And

while the existence of a system of low-cost public transport may
be an area of government concern,
government

it is not an area in which the

has an affirmative duty

to provide

services

to the

citizenry.
Thus, if the determination of the State Tax Commission is
based upon the charitable nature of the UTA's business it was improper, totally without basis in law or in fact, and should be
reversed.
POINT III.
EVEN ASSUMING THE CHARITABLE NATURE OF THE UTA'S BUSINESS
IT IS THE USE OF THE PROPERTY WHICH DETERMINES
THE ENTITLEMENT TO EXEMPTION FROM AD VALOREM TAXATION
If appellant were

to concede, arguendo, that

the

UTAfs

business could be characterized as charitable, the 70 acres which
are the subject of this appeal would still not qualify for exemption from ad valorem taxation for the simple reason that they are
not being used for any charitable purpose, nor are they in any way
directly related to providing public transportation at this time.
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As noted by this court i n the Friendship Manor Corporation
x

Tax Conutii ss i on case, supra i
It is the use to which it puts its real property which
is the determination of whether or not such property
is exempt..
If the charitable organization does not
use its real property and building thereon exclusively
for charitable purposes such property is not exempt,
notwithstanding the fact that the owner thereof is a
charitable organ i za t icr,,
See,

487 P.2d at 1276.

also, Parker _ - . J u I n n, 23 Utah 332, 338,

6' I P. 9 6 1 , 9 6 2..
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subject,

t o ad v a l o r e m

:axar.-.on,

U t a h St at.p Tax C o m m i s s i ^
ai id 1 11 11 i s e d

,. ;.<.

* . --,,

*\z:i
-

is unsupported by any theory of law or by any pertinent facts.
The UTA cannot be characterized as a charitable organization by
any stretch of the imagination.

Further, even if the UTA were a

charitable organization, it is the use of the property which determines its entitlement to exemption from taxation.
For the reasons stated above the decision of the Utah State
Tax Commission with respect to the subject property should be reversed.
Respectfully submitted this ^ / — d a y of June, 1986. ^
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CERTIFICATE OF SERVICE
The undersigned

hereby

certifies

that

tour

(4) true arid

correct copies of the above and foregoing Brief of Appellant were
mailed, postage prepa id, this 27th day of June, 1986, LO:
William, D. Oswald
Attorney for Utah Transit Authori ty
57 West Second South, Suite 400
Salt Lake City, Utah 3 4101
Utah State Attorney General
Attorney for Utah State Tax Corami ssion
'. State Capitol Building
Salt Lake City, Utan 34144^-

•11-

APPENDIX I

BEFORE THE UTAH STATE TAX COMMISSION
UTAH TRANSIT AUTHORITY,
Petitioner:
FINDINGS OF FACT,
CONCLUSIONS OF LAW
AND FINAL DECISION

v.
COUNTY BOARD OF EQUALIZATION OF )
SALT LAKE COUNTY,•
:
STATE OF UTAH,
)

Appeal No. 81- 18-0 551
3 2~18-04 44 and 84-18- 1369
Serial 16-0 83 0-0 17

)

.osoonaent

STATEMENT OF CASS
An Informal Decision was rendered in this matter on
M ay 2 8, 1985.
B111

The r e a f t e r , a Fo r ma 1 He a. r i ng wa s requested by

T h o in a s ? e t e r s

A P r eh e a r In g C o n f e r en c e w a s h e 1 d o n

th i s

matter and It w a s d e t e r m i n e d that a S t i p u l a t i o n would, b e
entered w h e r e b y , t h e Informal D e c i s i o n p r e v i o u s l y

rendered

w o u 1 d b e a d o p t e d b y t h e T a x C o rum I s s i o n a s t h e F o r m a 1 D e c i s I o n
for t h e p u r p o s e s of appeal to the District Court or the S u p r e m e
Court of t h e S t a t e of Utah,

T h e Stipulation h a s been

received

by t he T ax Comm 1 s s i o n ai Id r ev i ewed, a i id b a s ed th e r e o i , t h e T ax
C o m m i s s i o n m a k e s t h e following'

Appeal No. 84-18-

59, 0444, 0551

FINDINGS OF FACTS
1.

The tax years in question are 1981 and 1982. •

2.

On October 2, 1978, Petitioner purchased

approximately 110 acres of real property located in the
vicinity of 700 West and 3600 South in Salt Lake County.
Petitioner made improvements on approximately 40 acres of this
property and left the remaining 70 acres vacant and unused.

It

is the remaining 70 acres which is the subject of this aooeal.
3.

The factual situation has not changed since the

Commission rendered the decision granting an exemption from
taxes for the tax year 1981 i.e., no improvements have been
maie on the 70 acre parcel, and it remains vacant and unused as
of 1984.
4.

Both parties stipulated that this decision shall

apply to the tax years 1982, 1983, and 1984.
5.

Petitioner is a public transit district

incorporated in the state of Utah and subject to the Utah
Public Transit District Act, Utah Code Ann. §11-20-1 Seq.
CONCLUSION OF LAW
1.

Exemption from taxation are to be strictly and

narrowly applied.

Friendship Manor Corporation v. The Tax

Commission 487 Pac. 2nd 1272, (Utah 1972).

In applying this

standard, the Respondent claims that the Petitioner has not
used the property solely for transportation purposes or
directly connected therewith.

(Utah Code Ann. §11-20-55.)
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59, 0444, 0551

"Petitioner shall be exempt from all taxation.... provided that
such tax exemption shall not apply no property not used solely
for transportation purposes, or directly connected therewith."
(§11-20-55)
2.

The following properties are tax exempt by virtue

of the constitution of state of Utah "the property of counties,
ciiies, towns and special districts and ail other political
subdivisions of the state..." (Utah Constitution, Article 13,
Section 2). ' .
3.

Petitioner is a special district, and as such, is

specifically granted a tax exemption.
4.

Where there is a specific grant of an exemption

of the Utah State Constitution, it is not necessary to consider
the issue of charitable exemptions where the Constitution is
statutory on the use of the property.
v. Johnson, 37 Pac, 577 (Utah 1984).

(See City of Springville
(University of Utah v.

Salt Lake County) 544 Pac, 2d 207, (Utah 1976).)
FINAL DECISION AND ORDER
THEREFORE,IT IS HEREBY DECIDED:
1.

The Petitioner is granted an exemption from ad

valorem property taxes on the subject property, Serial No.
16-0830-017, for the tax years which are the subject of this
appeal.
2.

The exemption is a constitutional exemption

granted for properties only i.e., special districts of the
state.

As such, it is not necessary to consider the issue of

use on the property.
-3-
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3.

39, 0444, 0551

The decision of the Salt Lake County Board

Equalization is hereby set aside.

The Salt Lake County

Assessor is ordered to adjust the assessment of taxes on
property in accordance with this decision.
DATED this ^_

tcfl?^^^

day of

BY ORDER OF THE UTAH STATE TAX COMMISSION.

ASSENT

phfeL

R o c e ^ / o . Tew
Co mm i s s i one r

,/Joe 3. Pacheco
Comm i s s i one r

Mark K. Buchi
Chairman

R. H. Hansen
Commissioner

JEH/lgh/2328w

-d-

, 198

Aroeal N'o. 84-13-

S9, 0444, 0551

MAILING CERTIFICATE

I hereby certify that I mailed a copy of the foregoing
Decision to the followina:

William D. Oswald, Esq.
Harold A. Hincze, Esq,
Fox, Edwards & Gardiner
57 West Second South, Suite 400
Salt Lake City, Utah 84101

y Bill
.
Thomas Peters, Esq.
Special Deputy County Attorney
9 Exchange Place
Salt Lake City, Utah 84111
Mike Reid
Salt Lake County Deputy Auditor
72 East Fourth South, Suite 400
Salt Lake City, Utah 84111
R. Milton Yorgason
Salt Lake County Assessor
City and County Bldg.
Salt Lake Citv, Utah 84111
DATED this 3 ^

day of
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ISSUE ALERT

Related issues have been raised in the following two cases:
A160
C250

860217

Is UTA's 70 acres of land presently not in use
exempt from ad valorem property taxation under
Utah Constitution Article XIII sec.2 or is it
subject to tax under sec.11-20-55? Salt Lake
County v. Tax Commission, at issue 7-29-86.

A160
C250

860580

Are parcels of land legally owned by Utah State
Retirement Fund, an independent state agency,
exempt from ad valorem tax under Article XIII,
sec.2 of the Utah Constitution and sec.59-2-1
(now 59-2-1101)? Utah State Retirement Office
v. Salt Lake County, at issue 8-5-87.
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